Joining the European Union is regarded as a chance for Poland to improve its economic growth and to catch up the EU-15 wealth level. However, it is necessary to remember that this is going to be a difficult and long-lasting process, where success is possible only on the condition that suitable economic policy is implemented. Such policy should provide stable frameworks to support business development, attract foreign direct investments (FDI), keep the discipline in public finances and assure the right institutional ability and managerial skills to absorb the EU funds. In the study:
Research Object and Definitions
Research object: According to OECD benchmark definition, a direct investment enterprise is an incorporated or unincorporated enterprise in which a foreign investor owns 10 per cent or more of the ordinary shares or voting power of an incorporated enterprise or the equivalent of an unincorporated enterprise. The numerical guideline of ownership of 10 per cent of ordinary shares or voting stock determines the existence of a direct investment relationship. An effective voice in the management, as evidenced by an ownership of at least 10 per cent, implies that the direct investor is able to influence or participate in the management of an enterprise; it does not require absolute control by the foreign investor According to the definition adopted by the United Nations Conference on Trade and Development, and applied also by the Polish Information and Foreign Investment Agency:
FDI inflows comprise the capital provided (either directly or through other related enterprises) by a foreign direct investor to an FDI enterprise, or the capital received by a foreign direct investor from an FDI enterprise. FDI includes the three following components: equity capital, reinvested earnings and intra-company loans.
 Equity capital is the foreign direct investor's purchase of shares of an enterprise in a country other than that of its residence.
 Reinvested earnings comprise the direct investor's share (in proportion to direct equity participation) of earnings not distributed as dividends by affiliates or earnings not remitted to the direct investor. Such retained profits by affiliates are reinvested.
 Intra-company loans or intra-company debt transactions refer to short-or long-term borrowing and lending of funds between direct investors (parent enterprises) and affiliate enterprises. 
Economic Development and FDI
According to the estimates, appropriate economic transformation in Poland and keeping a 5% economic growth rate in Poland require approx. USD 10 billion of annual FDI inflow 3 .
The relationship between FDI and economic growth has two aspects: FDI stimulates economic growth, but also reacts to economic growth and progress of transformation. Growth is generated by FDI through imported means of investment, new technologies and capabilities transferred by foreign multinationals and international networking. On the other hand, foreign investors react positively to the consolidation of market-economy rules and the resumption of economic growth 4 . High technology is of particular importance as it supports technological development, value creation, enhancement of staff qualifications, improvement in management quality, better competitiveness of enterprises, regions, related sectors and the whole economy. The form of FDI is relevant just next to its sector structure -the variety of organisational forms contributes significantly to the creation of new jobs, structure of the economy and development of individual regions (greenfield investments are particularly desired as well as other export-supporting projects). Another important factor related to FDI inflow is its proper portfolio by the investor's country of origin Foreign investors who invested in Poland at least USD 1 million come from 35 countries all over the world. The special group of investors comprises companies described as international corporations. This is the effect of on-going globalization processes and the related free flow of capital. As a result this foreign investment have transnational features and character and thus in many cases it is impossible to point at one country from which the capital originated. For this reason, many entrepreneurs described their shareholders as international corporations. Table A2 .
In terms of FDI inward stock, the "old" EU countries remain the largest group of foreign investors in Poland (they account for 60% of the total figure) with French companies being leaders in this group (20% of FDI inward stock in Poland). The second most important group comprises Dutch investors (14%), followed by American and German investors (12% each).
Foreign capital from four out of ten new EU member countries constitutes only 1.5% of the total amount. Among 1,101 investors, 55% come from only four countries: Germany (258), the Netherlands (126), USA (118) and France (101).
FDI inward stock in Poland with regard to the investor's country of origin is shown in Special stress should be put on the two manufacturing subsectors: transport equipment and food processing, which attracted most of the investments -21% of total investments in the manufacturing sector each. Significant share in attracting foreign capital is owned also by the "other non-metal goods" subsector (its share in the total capital allocated in the manufacturing sector amounts to roughly 13%). FDI inward stock in Poland according to Polish Classification of Activities (PKD) is shown in Table A3 .
At the end of 2004, there were 15 foreign companies which allocated in Poland more than USD 1 billion. Two biggest of them, France Telecom and EBRD, invested USD 4.5 bn and USD 4.0 bn, respectively. The third largest company was the Italian Fiat, its investment was estimated at USD 1.8 bn. The capital allocated by other major foreign investors ranged from USD 1.7 bn to USD 1.0 bn. Among major foreign investors' activities, the dominant one is financial intermediation-in this sector of Polish economy, 5 out of 15 major investors allocated USD 9.5 bn. The list of companies whose investments exceeded USD 1 billion and sectors they are operating is presented in Table 1 . 
FDI Inflows to Poland in 2004
In 2004 Table A4 .  The capital is also pouring into metals and metal products. This subsector attracted USD 468.5 million, which constituted 14% in the total inflow.
The three subsectors mentioned above attracted 50% of the total foreign capital invested in the manufacturing sector of Polish economy in 2004. 
Special Economic Zones as a Regional Development-Supporting Instrument
To initiate development in regions which are particularly affected by the transition in Regional aid is aimed at the initiation of long-term development of the regions characterised by the GDP per capita level below 60% of the EU average.
The amount of that aid for individual regions is determined by various factors such as: unemployment, changes in its level and structure, GDP, demographic factors, condition of infrastructure.
The legal regulations concerning regional aid allow for the return of invested capital in the form of income tax exemptions in the maximum amount limited by the aid intensity indicator for given region and the limit of 50% of eligible costs for big enterprises, 55% for medium-sized 7 and 65% for small enterprises 8 . The amount of regional aid for creation of new jobs is estimated on the basis of staff costs (gross salaries and salary-related costs borne within two years from the moment the number of jobs required by the exemption is created).
In general, the intensity of the aid granted on the majority of Poland's territory is 50%, except for:
 Kraków, Wrocław and the Gdańsk-Sopot-Gdynia Agglomeration: 40%,  Warsaw and Poznań: 30%.
Appropriate regulations specify the following conditions for SEZ entrepreneurs to be entitled to benefit from regional aid:
 Investment of a minimum of EUR 100,000;  Business activities related to that investment conducted for at least 5 years from the date the aid was granted;  The newly created jobs maintained for at least 5 years (regional aid for employment).
 If the entrepreneur is a foreign entity, as defined by the Polish law, in order to purchase land in a SEZ they must obtain a permit from the Minister of Interior and Administration.
The income tax exemption is the most important incentive available in the SEZs.
Nevertheless, the entrepreneurs can also benefit from other incentives, both tax-related and other. Forms of tax reliefs and other incentives to encourage investment in the SEZs are shown in the table below.
According to the end-December 2004 data, the total area of SEZs in Poland amounted to 6,529.3 ha. After 10 years of operations, the areas within the zones were developed in 55%. 679 permits for business operations in the area were granted, and employment reached 77,570, and as such was still far from the targeted 166,000.
Table 3. Forms of tax reliefs and incentives to encourage investment in the SEZs

Forms of relief and incentives Characteristics
Regional Aid
The value of the aid cannot exceed the maximum intensity of aid for a given region of Poland, as stipulated in the public aid regulations. The intensity indicates the allowable share of regional aid in the costs (investment expenditure) that qualify the investor for being covered by such aid.
The intensity of 50% means that, when investing in the zones, entrepreneurs may obtain aid in an amount not exceeding 50% of all eligible costs (investment expenditure). For small and medium enterprises the index is higher by 15 percentage points (i.e. 65% and 55% respectively).
to support new investment projects
The amount of regional aid for new investment projects depends on the amount, nature and structure of investment expenditure of a given enterprise. To determine the amount of regional aid for investment projects it is necessary to establish the level of qualifying costs on the basis of investment expenditure of a given enterprise. The qualifying costs include the following types of expenditure: -purchase of land -expenditure on buildings and structures -expenditure on equipping the facilities with tangible assets (machinery and devices, tools and instruments, equipment for office work, technical infrastructure). The qualifying costs may also include expenditure on the purchase of intangible assets, within the limits stipulated in respective regulations 9 .
for creation of new jobs
The amount of regional aid allocated to job creation is calculated on the basis of two-years' costs of labour of newly employed staff borne by the entrepreneur, which consist of gross payroll costs and all mandatory charges relating to the employment 10 .
Non-tax Incentives Related to Investment Procedures in the SEZs
These include in particular: -Full preparation of the plot of land for a given investment project; -Preferential price for the plot of land; -The accelerated procedure for issuing a permit to purchase real estate (within 1 month); -Free-of-charge assistance in handling various formalities, actions and obligations.
Related to Employment of New Employees
There are various types of instruments (such as reimbursement of expenditures borne or in the form of a loan) aimed at supporting the hire of new employees. The most active SEZs were: the Mielec SEZ (79% development of the area and employment 66% above the target), Walbrzych SEZ (74% development of the area and employment 80% above the target), and Pomerania SEZ (71% development of the area and employment nearly twice above the target). The biggest area (827 ha) belongs to the Katowice SEZ, where employment, at more than 17,000, is at also the highest level, which accounts for over 22% of the jobs created in Special Economic Zones. Total amount of investment in SEZs reached nearly 20 billion PLN, of which 33% was located in the Katowice SEZ, more than 16% in Walbrzych SEZ, above 11% in Mielec and Legnica SEZs, each, and the remaining 28% -in the other 10 SEZs.
Relief in Real Estate
Foreign Investment in Special Economic Zones
According to the 2004 data, nearly 80% of the capital invested in SEZs was of foreign character and came mainly from five countries: 50% from the United States and Germany, 34% from Japan, Italy and Austria. The most numerous group of investors represented EU member countries.
American companies invested mainly in the Katowice SEZ (over 78% of total American FDI), and the German investors -in the Legnica SEZ (over 55%). The biggest investment made by Italian companies were located in the Katowice and Kostrzyn-Slubice SEZs. Austrian companies invested mostly in the Mielec SEZ, while the Japanese were interested mainly in the Walbrzych (85% of total Japanese FDI in SEZs) and Katowice (9%)
Zones.
The least attractive Zones to foreign investors were the Suwalki and Slubice SEZs (below 20% of total investment), and the most attractive ones -the Kostrzyn-Slubice and Legnica Zones, which were the destinations of more than 90% of total investment Table A7 .
The dominant companies in the Zones comprised the companies representing the motor industry, mainly manufacturers of parts and components, which accounted for over 42% of the total investment in the SEZs. The paper industry and plastic processing had 9% shares, whereas metals and non-metal raw materials -a 7% share. Investors in the wood industry accounted for over 6% of FDI. The shares of other sectors did not exceed 6%.
Investment in the motor industry made by Opel, Isuzu, Powertrain, Toyota, Volkswagen, Sitach was located mainly in the Katowice, Walbrzych and Legnica Zones. The Mielec Zone was dominated by the wood industry (Kronowood), the Pomerania SEZ -by electronics (Flextronics, Philips), the Krakow and Kostrzyn-Slubice SEZs -by the paper industry and data drives (Donelli, Motorola) 12 .
Conclusions and New Facts
The above analyses enable the following conclusions:
 Poland belonged to the economies which received the highest share of FDI inflow targeted at CEEC, but its FDI inward stock per capita was too low as related to its size in terms of the GDP per capita indicator. From this viewpoint, the Czech Republic, Hungary and Estonia left Poland far behind, and its situation was compared to that of Lithuania and Latvia;  Foreign capital coming to Poland was represented by investors from more than 30 countries, the largest group comprised investors of EU-15 origin, of which mostly of FDI 1993 FDI 1994 FDI 1995 FDI 1996 FDI 1997 FDI 1998 FDI 1999 FDI 2000 FDI 2001 FDI 2002 FDI 2003 FDI 2004 
Notes
